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SUBJECT: IBM PLANNING TO WITHDRAW FROM INDIA 

1 . HOWARD FIGUEROA OF IBM CALLED ON DEPUTY ASSISTANT 
SECRETARY DUBS ON SEPT. 7 TO INFORM US THAT HE EXPECTED 
GOI TO ISSUE FORMAL REJECTION OF IBM'S APRIL 1976 FERA PRO- 
POSAL WITHIN THE NEXT FEW DAYS AND THAT IBM WAS PREPARING 
PLANS FOR PHASING OUT ITS INDIA OPERATIONS. FIGUEROA SAID 
HE WOULD GIVE US PRIOR NOTICE OF IBM WITHDRAWAL ANNOUNCE- 
MENT, WHICH THEY WOULD ISSUE WHEN THEY RECEIVE OFFICIAL 
NOTICE OF GOI DECISION. PHASE OUT WOULD INVOLVE SALE OF 
IBM PLANT, EQUIPMENT, SPARE PARTS INVENTORY AND LEASED 
COMPUTERS IN ACCORD WITH GOI REGULATIONS. HE SAID THAT 
AMBASSADOR HAD BEEN INFORMED OF SHARPLY NEGATIVE NATURE OF 
LATE JULY MEETING WITH PRIME MINISTER AND SUBSEQUENT DIS- 
CUSSIONS WITH PM’S PRINCIPAL SECRETARY, V. SHANKER. 

2. FIGUEROA SAID HE EXPECTS GOI DECISION TO REQUIRE DILU- 
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TION OF IBM EQUITY TO 40 PERCENT, EXCEPT IN COMPANY MANU- 
FACTURING 100 PERCENT FOR EXPORT, WHICH COULD BE TOTALLY 
IBM OWNED. IBM DECISION TO WITHDRAW RESULTS FROM BELIEF 
THAT EQUITY DILUTION WOULD SERIOUSLY IMPAIR ITS ABILITY 
TO MANAGE AND RUN IBM INDIA AS PART OF A MULTINATIONAL, 

HIGH TECHNOLOGY COMPANY THAT REQUIRES THE INTERNATIONAL 
SHARING OF RESOURCES AND KNOW-HOW. WHILE GOI WOULD PERMIT 
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IBM TO MANUFACTURE IN INDIA EXCLUSIVELY FOR EXPORT, IBM 
DOES NOT CONSIDER PRODUCTION IN INDIA, WITH INDIA AS SOLE 
SOURCE OF COMPONENTS, AS ECONOMICALLY, VIABLE POSSIBILITY. 

3. FIGUEROA SAID IBM DOESN'T EXPECT TO NET ANYTHING FROM 
LIQUIDATION BECAUSE OF GOI REQUIREMENT THAT ASSETS BE SOLD 
AT NET BOOK VALUE AND PROBABILITY THAT IBM, INDIA MAY 
HAVE TO PAY ADDITIONAL BACK TAXES. (GOI CURRENTLY REVIEW- 
ING IBM INDIA TAX RETURNS BACK TO 1963.) FIGUEROA CONCLUD- 
ED THAT IBM WILL BE LUCKY IF THEY DO NOT HAVE TO BRING 
MONEY INTO INDIA TO COMPLETE LIQUIDATION. 
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